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SUBJECT: INFLATION IN JANUARY 

1 . ACCORDING TO DATA RELEASED BY THE GETULIO 
VARGAS FOUNDATION, THE INFLATION RATE IN 
JANUARY - AS MEASURED BY THE GENERAL PRICE 
INDEX, INTERNAL - WAS 3.7 PERCENT. 

THE ACCUMULATIVE INFLATION FOR THE LAST 
TWELVE MONTHS AMOUNTED TO 47.2 PERCENT. A 
JUMP FROM THE 46.3 PERCENT REGISTERED DURING 
JAN-DEC 1976. THE RIO CAST OF LIVING INDEX, 

ANOTHER CLOSELY WATCHED INFLATIONARY BAROMETER, 
ROSE BY 5.1 PERCENT IN JANUARY - THE HIGHEST 
INCREASE IN EIGHT YEARS, WITH THE EXCEPTION 
OF LAST FEBUARY WHEN IT WENT UP BY 5.22 
PERCENT. DURING THE LAST TWELVE MONTHS THIS 
INDEX ROSE BY 47.2 PERCENT. 

2. COMMENT: THE JANUARY INFLATION RATE 
LIMITED OFFICIAL USE 
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MUST HAVE COME AS A SURPRISE TO GOB OFFICIALS. 
EARLIER THS WEEK, FINANCE MINISTER SIMONSEN 
HAD SAID THAT THE INFLATION RATE IN JANUARY 
WOULD BE 3.1 PERCENT. IN ADDTION TO PURELY 
SEASONAL FACTORS (A NUMBER OF PRICES, 

PARTICULARY OF PUBLIC SERVICES, ARE ADJUSTED 
IN JANUARY (, IT APPEARS THAT THE ECONOMY HAS YET 
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TO RESPOND FULLY TO THE TIGHT CREDIT POLICY 
INSTIUTED IN THE LATTER HALF OF LAST YEAR. 

INDUSTRIAL CONSUMPTION OF ELECTRICITY IN THE 
RIO-SAO PAULO AXIS, ALWAYS A GOOD INDICATOR 
OF ECONOMIC ACTIVITY, CONTINUES TO GROW AT A 
HEALTHY PACE. INTEREST RATES, REFLECTING 
CONTINUING STRONG DEMAND FOR CREDIT, HAVE 
REMAINED HIGH. GOVERNMENT OFFICIALS ARE 
PREDICTING A DECELERATION OF INFLATION 
IN FEBUARY AND MARCH AND HOPE, BY THE END OF 
THE FIRST SEMESTER, TO BRING IT DOWN TO A RATE 
OF 2.0 PERCENT PER MONTH. 

CRIMMINS 
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